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by E. 8. Kerber <y

United States Foreign Aid
in the Fiscal Year 1953

INCREASED militory assistance raised foreign pid in the
fiscnl yenr ended June 30, 1853, to over 37 billion, the bighest
amount singe the ond of World War IL. Nat foraipn
nid, which takes into sccount the receipts by tha Tnitad
Stotes Government of reverse gremte and repayments of
eredits, was $6.2 billion. Thus, net foreign aid for the
g-year postwar period reached $41.7 billion {sxcluding the
(Government's investment of $3.4 billion in the Iniernational
Bank for Reconstroction and Developmant ond the Inter-
nations) Monetory Tund}. _

Military supplants other aid

The major military aid progam was originally suthorized
in the year prece.dlig the s .
Eorea, Throughout the Korean period nu].ﬂ.mzﬂ aid rose
stendily ond reached $4.4 billion in the past fiscal year.
Other nid—primorily economie and technicnl sasistanes—
declined in #his pariod as the position of foreign nations

mproved thro the expansion of produstion and with the
hslg of the Marshall plan and other Tnited States
CGlovernment postwar aid programe. Anpual declines of
from ona- to ome hbillion dollars in such assistonce

occwrred in the 3 year.

Flow of economic aid

Gross economic aid for fiscal year 1883 was 32.6 billion,
one-fourth of which consisted of credits.  Although economic
assiatance eontracted io less thon holf o billion dollars in the
Deﬁamherf 1?152 ﬁgus?rter, mcrﬁlu:ea wers u%t:ld} Im the finnl

nartera of the fizeal year. COOLpATALL OIG Fapay=
ments ob credite—over half a billon dollars—brought the
net economic aid for the down to $2 billisn. terest
collsctione on the $10.8 billi dn
United Statea Government smounted to $219 million.

The decline in acomomic zssisinnce over the past sevaral
years was moat noticoable in uid to Europe. From 73 t
of the totnl ip fizcel year 1961 the proportion sent to Weatern
Europe and dependent areas drog) to 66 parcent last year
and by the June quarter was off to 54 percent of all economic

Idl
¢ Thravghout this period betwean 75 and 80 percent of all
military aid continved to flow: to Europe.

United Kingdom and France major recipicnis
The United Kingdom was the notable exception to the

+
a

ttern of dmﬁnﬁfmmic nesistance in the yesr ended |

une 30, 1§63, oid sllotmente to that counbry had
been terminated at the end of fiscal yenr 1951, after British
NOTE~MR. XERBEE I8 A MEMBER OF THE BALANCE OF PAYMENTE

DAVIAION, OFMOE OF BUSINESE ROOMOMIOBR. THE TAELE OM DRPTY.
SERVICE FROJEQTIONE WAE OOMPILED BY ME. ZALIE V. WARNZR,

mmunist mvasion of South

of foreign indebtedness to the

gold nnd doltar reserves had risen to neoriy $¢ biilion, sub.
sequent abrupt decline of sterling-nren reserves in the full of
1951 and the first months of 1952 resulied in n resumption of
oid on n substandial seels, | ) ) )

The bulk of the assistance to the United Eingilom in fiacal
yours 1062 and 1953 come from its utilizetion of the 3300-
million defenee-support aid allocation mode in February 1952
and the subssquent allosations of mutual sceurity pro
spomomic-assistance funds totaling $410 million mm
fizcol yenr 1353,

Net Foreign Aid

Militory qid increased rapidly during the thrae years of
Korean conflich, emd was more than double sconomie
‘assistance in fiseal year 1953
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Gross gmﬁlmmiﬂ niet of $280 million to angu;dvaa shout g9
[args as in the preceding yeor. ce received more eco-
nomie nid in fieoal yonr 1953 then sny othar country, but be-
conse of yments of loans nat economic nid of $28) million
was congiderably lese than that to the Thnited omL.

In ths Saptember 1952 quarter, ¥rence drew 3154 million
on a spevial Ex Im%m*li Bank loan, advanced sgainst

ayment by the United Stetes Dafense Department for de-
snse makerisls for which orders hed been placed in France.
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These ordere were placed undsr the offshore procurement
progrom to ¢nable the Europenn countries to earn dollara in
the courze of preducing military ﬂquﬁr:mt for North
Atlantie Treaty Orpanization forces. United States
Government, buys the equipment end transfers it to NATO
eountrics, o8 part of the mutusl security military-aid pro-

. The United States Government ngrecd with the
%mnuh Government to assume some copiracts for defense
gooda vitally nacesa to prosecuting the hosiilities in

ndochina. ‘Thia ensad the burden of that conflict on the

French, in addition to providing them with needed dellar
oxchange. By the end of Aupugi thess and other sontracts
ploced in Franee under the offshore procurement propram
smounted to ovar 1 billion.

France repays speciel credit

Az the defense materisls wers dalivered, the EIB loan was
repaid. By the end of Juna, repayments totaled 388 million,
lenving the net credit utilizekion on this lvan a4 $56 million
for the year. In July 1953 o pew $100-rnillion lean of »
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nature gimilar to the 1952 Joan was arranged; disbursement
of these funds was mode in ﬁ.u%mt‘- 1953, Maanwhile col-
lections reduced the outatanding balance en the sriginal loan

 to $44 million.

Other special messures to ease the French position included

an $80-million payment during the Funs quorter fo meet o

art of the French defivit with the Em‘nd:;m Payments

nion., This deficit bad ibcressed in fiscal yenr 1953

by $400 million, of which France wus obhgated to pny $380

ﬂi]]jonin gold or dolars, indluding $146 million during the
b quarber, :

Increase for Yugoslovie and Spain

Other then the United Kingdom, Yugoslavie was the only
country in Western Europa to receive appreciebly rore
economic aid in fisenl year 1983 than in the ing year.
Aid to Yugoslavia rose steadily throughout the year, con-
tinuing a trand in evidence since 1960.

Spam drew znother $25 million in credits, aighly more
than io fiscol yesr 1952. About holf came from the apecial

Table 1.—Summiiry of Forslgn Aid (Gmnts and Credits), Military and Other Aid, by Major Comntry: July 1, 1981, Through June 50, 1955
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Tuble 1.—Summary of Forelan Ald (Grants and Credits), Milkary and Otber Aid, by Major Counteyr July 1, 1952, Through June 30,
1963—Continued
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$52%-millicn congressional loan suthorizotion mads os part
of the mutual-sacurity program approprigtions in Septembar
1950. The remainder reprosented utilization of the 1962
EIB credit for the purchase of cotion.

Sevgml countries less dependent on aid

Iicly ond Greece continued to receive major, although
declining, nmouats of economis assistencs in fiscel yéar 1953,
Forty-three percent of the aid o Greens wea provided as
m:cml resaurces to meet ite EPY defleit.  Aid allotments to

Netherlands, Itelond, and Denmark were suspended at
their own request in the first holf of calender 1953 bacause
of thair improved sconomic position. Belginm-Laixembotiry,

2TBITO"—mfidmms

»

o CuneEnT Tinsess, pohlishaod 1WA, oqpd ovel bsbbo 0% #1 %Hrom tho B n-
mtu{ Dacoments, Eyuhmlmﬁ, D. 0.0t Wﬁwmaﬂmmllﬂﬂmmmnu

Bowres: W, 8, Depord mond of Comimoeroe, Odlkee of Budivor Boonombed,

Iveland, Portugal, and Sweden had proviously ecased receiv-
ing major allotments.

received $87 million gross economic nid in the

gou, buk l‘z(n mLﬁgymanta en credite almost balanced this

ow of aid. r the gurrent year ecanomic 2id to Gormany—

ﬂmﬁl for special pesistonce for Berlin—is nlsp &9 be sus-

p

In Februnry, & settlement agrecment was eigned with
Qermany for the suppliss and other aid provided in the earl
Bm':t of postwar pariad,  This agreement, rotified by t,h{

nited States Senate July 13, provides that $1 hillisn of the
£3. 7-hillion postwar neé aid presently raported for German
will have to be ropnid to the Export-Import Baalk, as col-
leetion ngent, in seminnnual installmoniz avar a period of
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30 yenrs starting July I, 1858, with interest payments at
24 percent on the culatanding balance beginning on July 1,
1953. The agresmant berame sffective on September 16

and the first payment of interest was made that month,

¥

Technical assistance rises

In areas other than Western Europs, the moat common
msthod of providing Tnited Stotes Government grant nssist-
ance is through the technical nssistance program. In fiscel
1853 such nid rose slightly. Thro ut the year programs
were ingtituted in many areas, almost $150 milton in
funds wes obligited. By the month of June cxpenditures
wers npproximating new obligationa, showing thnt the pro-
ETAIM Was maburing, .

Tha rise 10 technical nesistanpe during fscal year 1953 was
parily offset by declines in especinl. nssistonce for relief and
resebtlement of refu ﬂntrurmi::mﬂl and in the assistance
through the United Nations for Arab refugees from Polestine.

Toble 2.—Foreign Aid Authorieationg Aniloble in Floeal Yenr 1934
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Comparatively small erenses over the E\rev'mus Vear
accurred in the econopmic grnts (o Kores, Formoso, snd
Indochina—ihe three countries accounting for most of such
aid in castorn Asin, ; '

Credit aid outside of Europe

Large Export-Import Bank loan uiilizstions by Brazil ($143
million) ood Mexico (844 million) constituiad three-fourths
of the net eromomie erodits outeide Furope in fiecal yoar
1963. Brazitian drowings were primnrily ulion the $300
million loan puthorized in Februory 1953 for liquidation of
ita past-due doller necounts with American sxporters. In
consequence of these large uiilizations, net credits to the

October 1953

Ameripan Republics ross by $164 million from she preceding
FauT.

India, ofter drawing $172 millien on ite special wheat loan
in the preceding year, used the last $18 million in the first
quatter of fiscal year 1983, Pokistan wnd Afrhanisten
received lonns for wheat purshnses during the year.

Tarael drew less and made ter repayments on ita
Expori-Import Bank loan than m the eding yenr. The
Union of South Africo increased its drawings on

Import Bank losna extended for the axpansion of mining
facilities in thaé conntry.

Jopan mede & $35-million vepeyment in the last quarter
of fiacal year 1953 on u cotlon loan disbursed in the preceding
yoor.

Credits emphasize material development

Except for the specinl credit to Brazil, racent Esport-
Immport Bank loana i i hove been direstad toward
the devalopment and expansion qf_foraign resources and
strategdo materials essential to United Steies industries.
New loan oommitments extended primarily for thal purpeas
amounted t¢ $158 milion in fisonl yeer 1053, The b~
Impor: Bank bhas slso conticued to finance United States
cobkon m?mrta on & short-term haaia with new loan authori-

wations of 852 million. New credits for genaral development
orﬂi:!ther purpogdes during the fiscal year totalad $45
milion.

Sinca 1948, immedistaly foilowing the creation of the
Marshall plan, actual nei wiilization of Export-Import Banlk
loons hos run lesa than $100 million sonunlly except in the
lest yenr, when it tobaled $1358 million. Of the Export-
Irport Bank unotilized loan eommitments of $790 million
outstanding i the end of June $358 million were to Praszil.
Other major unutilized commitments ineludsd $90 million
to Mexico, $74_million to the Union of South Airica, and
$65 million to Indonesia, In nddition, the Expori-Impord
Bank had available sver §1 billion for ferther lonn commit-
menks,

Tote] funds availoble jor feture eradits of the Export-

Import Bank and othor sgencies agpvagated $2 billion as of
Juns 50,

New grant furdds less than current use

For the fiseol year 1054, new legislation by the firas seesion

of the Eighty-third Congresa addad $5.2 hillion to amounts
#vnilable for fumg: aid, sa shown in table 2. The carry-
over of grant funds sz of Juns 30, 1062 wus $10% Billion.
. Seveniy percent of the nveilable funds for fiscal yeor 1954
ia for military aid. Materials being produced for militery
nid raquire comparatively long produstion tima; thus daliv-
eries from the funds available for fiscal year 1954 would at
current. delivery rates take slightly more than 2 years to
utilize the available funds,

In recognition of the time required to gmduca she military
equipment furnished our allies under the military wid pro-
gromg, the Clongress in Public Lew 118 axtended to Juna 30,
1958, the allowable time for liquidation of the mutucl spcu-
rity program. Military equipment trensfers were authorized
threugh June 30, 1957. A major restriction on military aid
te Eurcpe was sanceed, requiring that 50 percent of the aid

furnished to Europs under the new appropriation should be

to the Evropean Defense Community o s constituent

nutions following ratification of EDC.
New economic aid funds reduced

Funds aveilable for grants for other then militory goods
are only one-third prenter than 1 yeor's fiow of aid st the
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Table 3 —Summarr of Indebtodness of Foreign Countries to the Tnited States Goverament at Jome 3k, 1953, and Projeetions uFCuntrnr.ml
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current r&tva, %ruﬂdmg cnly a comparstively amall pipeline
l:rvar for fiscal year 1055.

fpru riations includa obout thres-quarter
'I.u]].mn dollm urope, Eiﬂﬂ mitlion of which is mutual
defense finencing to su]j'-godﬂ French Government in
finoncing the batte china, Genersl economio as-
siatance llppmpmtad for Europe iz less then & gquerter
billion dollars, About 80 percent of the total svailable for
other- thon military aid granta is for Europe.

With the cessntion of hostilitiea in Koven shortly after
the end of fiseal year 1853, the nid pro for that baitle-
swrexl country are to be axpa.nded ew legislation by the

in 1933 provided over $300 mitlion in new funds for

and mhn,hlht.ntmn in Boren. Congress aleo stipulaied

tlm.b _significont amounta of the new authorizations for eco-

nomic aid ars to be utilized for grants to Formosn and Indo-
ching, in gupport of their defense measnres,

The expanded am for Asia and Pacific areas B

ﬂt:s almost 30.9 ot of the $3.3-billion totnl. The Nes
terp countries are aurmnrkad For one-third billion dollars.

Lo tha
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E Corparsibon loans, the &
mnmﬁmﬁ'ﬁﬂ" o el

Bourer; U, A, Doporkormt of Cormmares, DR of Tudnoes Doonomies.

Debt-service payments

oounlry oo lmﬂ,lﬂ.nmﬂdlﬂ

Paymants on interest and amortization of loana axtendad
uring previcus periods nre scheduled to imcrease. For
the yems 1954 through 1958 these projected payments on

prineipnl and interest axuwd $3 billion. These lﬁ Tojections
raprﬂsant. principal and interest payments ached on l;ha
indebtedness outstanding on June 30, 1053

ara ased upon agreements in effect on that dats. ’I‘hus

they do not allow for pny collections on indebted

IESS COT-

tractad theresfter. In particular, a $25 million annual intorest
and on $11 million prinei pnl eollection in 1958 on tha §1-hillion
German settlement agreement ratified September 16, 1853,

are sxcladed.

One-third of the outstanding indehtedness on Juna 30,

1953 wia represented by the a
v Congress in 1948 for 33%
nppm:umntaly £90 million has nlready bagn
n gcheduled ]iayment. of $119 million o yenr-fo
il 2000 when the loan matvres.

intersat wnt

cinl British loan, nut.lmrmeci
ilion, Thiz loan, on which
gmd nﬂ' ra mmt

paymants
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progress, the amount for principal increases snd that for
mntercet decreases,

Currenily, the Expori-Import Bank iz the major IendEiIug
agenoy abrond of the United States Government and
loans account for almost 25 percent of the total balsncea
cutstinding on Juna 30, 1953. Bcheduled eollectiona on
thesa louns drop quite sharply from $346 million in 1854 to
$285 million i 1955, The large payments due in 1954 are
moinly attributed &0 repaymentz of 556 million owad by
Frence on the advance on contructs by the United Stotes
Dafense Department for the purchase of military supplies.
Also drafts of France for more thon $25 million for the pur-
chasas of cotton are payable in 1954, '

Balanees on loans extended under the mumtvel security

progrom amounted to $1.8 billion as of June 30, 1953, of
which $01 million represeated losns to dﬂ?&lig the produc-
tion of strategic moterinls. Payments on these dovelop-

ment. Joans hnv?ﬂfmt, baen pmjecﬂt;ad E:ﬁamae th; tarms of

ayment, o on a ivery of shrategic
%uhn'in]a tﬁhis g:-untl'y, do not sllow preciza achedﬁtfﬂ
of poyments. However, repayments are generally expec
over % period of 5 to T years.

FPrincipal repayments on other orutual ﬂmfuritg loans
penerally start in 1956 and extend to 1984, The dalay in
scheduled repaymente provides the debtor countriss with
an opporiusty to impreve their aconemic position before
being burdened with cebt payments, The mujor borrowers
wore the United Kingdom Fronee, sceounting for slmost
4% percent of tha balonces outstanding Jane 30, 1953.

bout $2% billion ! remain unpaid on postwar settlements
for the tronsfer of ua p-1'\|:|}:|-131"*Jt.;r,rt relief aupplies, and land-
leave credits extended by the United States Government.
Paymeais on this balones for the paviod projected nmonnt
to approximately $100 millian & year, a little more on prin-
cipnr than on interest, with the former increasing and che
lotter deeressing. Francs is scheduled to poy roughly s
third of this total dua each yanr and the United Kinpdom
one-sixth, o

Many of the credite in respect to lend-lease and surplus
property provide for terms of payment in the currency of
the debtor country or the transfer of real estate ns required
by the United Stntes Government within certain stated
limits and not on a definite schedule. In some caees n share
of the proceeds from the sale of surplos property is required.
Surplue property and lend-lease eredits wath terms of this
natwre are not projected. Those credits which represent a
lonn of property to he refurned in kind ars olse not pro-
jacted, for example, the wartime loan of silver and militory
equipment loans. ) .

Four-fifihs of tho foreign debt owed the United Stntes
Government on June 30, 19563, represonted oblipations of
Western Ewrope ond dependent mcas. The dobis of the
Tnited Kipgdoms ond Frence alone comprized threefifths
of the total. Because the credits tc these fwo couatries
consist largely of types renﬂ;iri:g_v lower interest rates and
longar amortizotion achedules, $hoir debé-service ]i]uiﬁ']menta
for the years 1054 through 1988 amount to $1.4 hillien or
only dﬂnua-half of the total debt-service payments for this
period. '

Measure of legislation utilization

The data on foreign sid contsined in this nrticls continuoe
the seriea published for 1940-51 in the Foreign Aid supple-
mant to the Surveyr. These dats are infended o measure
the gross mognitude of the utilization of lepislative authoriza-
The definition axoludes the coat of
United Stntes (iovernmeni combat operations, either during

1. Exchudiag the -0k Oerman 2o ement cpcllod by Boptomber 1951,

Dutober 1558

YWorld War II or the Korean mﬁﬂiut-, g9 well a8 comts of
occupation administration other than relief to the civilian

P Bne maio

major criterion jn determining whethar a particulsr
transaction 18 clpseified ps “'aid" iz the provision by the
United States Government of goods or services or cech
without & concommitant gusd pro quo in one of those forms,
Many trensactions entersd into -by the United Staiee
Government with soms injent to assist a foreign eronom

: : ¥
fall outzide this apecification. For exempls, purchases of
commodities, even when en inte with the intention of
providing necessary dolinr assets to another country, are not

clnssified as nid,

In o similar manner, offshore purchages of military sup-
plies, which are made in part to ensble foreign countries to
acquire dollars and thus to reduce the need for direct evo-
nomie aid from tha Tnited States Government, wre not
per se conzidered ajd, The donation to the foreign country
or o third nstion, of the n;ﬂihﬁaquipman# thus _pumhnm&
is included in mili nid. expmple of this type of
transackon is the p of material from France arranged
wt the Lishon confarence in 1982, to assist thab conniry’s
deller earnings and at the eame time &0 raduee the pressurs
on the French budgat created by the war in china.
The weapons purchnsed ore given as militory aid to the
French for their operations in Indoching.

A modification of procedure whereby in fiscal 1954 the
United States Government, rather than p military
material in Franes, is authorized to contribnte 585 million
1o the French for wenpons manufacture, will result in the
inclusion of cash transaction as oid.

Aid data include loans made essentinlly for the develop-
ment of the production of strotegic materials required by
the United States. Thus they includa the funds provided
to & bauxite tpruducﬁuﬂ in Gireaes, whils repeymants
include the value of the aluminum delivered. :

Aid in balance of puymems'

Although the foreign aid dats presented here primarily
measura the wukilization of legisiative outhorizatione, the
totel nid represents with minor varistions similar items in
the United States balanes of payments. )

{ironte co ond closely #0 the aid entries identified in
Government uniloteral tronsfers and the lonns to Govern-
ment long-teimn asaets in the balenes of payments, Aside
from recent revisious which raised military aid by $27 mil-
lion and other grants by $34 million for fiscal year 1953 the
following iterps comstitnte the major difsrencea, '

Dishursements of the Export-Import Bank sgent hanks,
constitoting the sonsummation of a commitment mads by
tha Export-Import Boenk and a charge against its legiala-
tive limitaon, sre included in the hulanca of peyments with
private long-term capital movements. Movements of long-
ierm Government. sesets sleo include coliections on claims

ainst Mexico arising from the expropriation of American

properiiea and sn inveatmenta in produstion factlities ad-
minigterad by the RKeconatrnotion Finanes Corporation.

The difference in the dota on militery sid steins from the
treatment of IJJ!L ents mede under the mutual sesurity
program o .&ﬁ% constituents in support of the hos$
countries’ conatruction of NATO airfields, basea, communi-
entiong, and other {acilities uzed by the foress of all NATO
COUILIies mclu&:zf our ovn. Such payments were authorized
under the mu gequrit p‘:‘zﬁmm and are here included
unhder military aid. In the nee of payments, however,
these pavments are considered a part of the geveral con-
etructivn expenditures by the United Statee Armed Forges
£nd sre treated a3 purshnses of aervioes from forsipn gountrise.



